
EXECUTIVE SUMMARY
PURPOSE 
In January 2010 the House Finance committee requested consulting assistance to review Medicaid expenditures and projections (which are expected to spike by 17% in FY2010) to better understand the cause of the increase and impacts on budgets.  

Three questions were asked 
1) What caused the large increase in Expenditures from FY2009 to FY2010 and why did it happen?
2) What is an appropriate level to budget for Medicaid spending in FY2010?
3) What is an appropriate level to budget for Medicaid spending in FY2011?

METHODOLOGY 
Several different sources of data including Medicaid spending, enrollment, recipients, Food Stamp caseloads, Alaska Population trends, and the Consumer Price indices were used in the analysis.  Interviews with State officials supplemented the data.

ANALYSIS  
Medicaid spending is based on three main components:  PRICE, RECIPIENTS, AND UTILIZATION.
		
Each of these components has been analyzed for their impact on Medicaid spending.  
Expenditure trends were developed and spending over time was analyzed.  Reviews were completed of the current budget supplemental budget request and FY2010 and FY2011 forecasts by the Department of Health and Social Services were analyzed.

CONCLUSIONS
· Over 11,000 more Children are now enrolled in the Medicaid program than they were one year ago, causing the substantial spike in the budget.
· Recipients (those who use services) grew at a slower pace than enrollees.
· The cause of the increase is primarily tied to Economic conditions (Unemployment rate at 8.8%) and Alaska’s population increase.
· Other factors such as price and utilization also contributed to the increase.
· The most recent monthly trends in Medicaid spending show a slowing of expenditures.

RECOMMENDED LEVELS OF SPENDING
Recommended FY2010 Supplemental:  		$36.8 Million GF
							$37.7 Million Fed
							$74.1 Million TOTAL

Recommended FY2011 Medicaid Budget:	$    441.6 Million GF
							$ 1,318.2 Million TOTAL


PURPOSE

Medicaid is an entitlement program created in 1965 by the federal government, but administered by the state to provide payment for medical services for low-income citizens.  As a joint federal-state program, the federal and state governments share the cost of Medicaid.  Federal financial participation rates are set at the federal level and are largely outside of state control.

The Co-Chairman of the House Finance committee requested assistance to review spending in the Medicaid program because spending appears to have “spiked” in FY2010 (see chart one below).  For the last five years Medicaid Expenditures have been relatively flat and the large increase that the Department of Health and Social Services requested for FY2010 was unexpected.

While State General Funds are relatively flat from FY2009 to FY2010, much of that is due to ARRA-Economic Stimulus funds that increased the federal share to 61.12 under the FMAP (Federal Medicaid Authorized Percentage) for FY09, FY10 and FY11 and have saved the State of Alaska approximately $100 million per year.  Once the ARRA funds are terminated the State of Alaska FMAP will return to 50% thus requiring an increase in State General Funds.


										Chart 1

The Department of Health and Social Services has a Medicaid supplemental request of $88.4 Million ($43.6 Million GF) which brings the FY 2010 budget up to $1.256 Billion.  The FY2009 Medicaid Final Spending is $1.0775 Billion making this an increase of 16.6% in one year (see table 1 below)

MEDICAID SPENDING		TOTAL FUNDS	Percent Increase/-Decrease
	FY2000			$    470.7 Million		
	FY2001			$    583.9 Million		24.1%
	FY2002			$    722.1 Million		23.7%
	FY2003			$    828.1 Million		14.7%
	FY2004			$    971.5 Million		17.3%
	FY2005			$ 1,024.9 Million		  5.5%
	FY2006			$ 1,059.9 Million		  3.4%
	FY2007			$ 1,053.4 Million 		   -.6%
	FY2008			$ 1,023.8 Million		  -2.8%
	FY2009			$ 1,077.5 Million		   5.2%
	FY2010*			$ 1,264.8 Million		 17.4%
	FY2011**			$ 1,338.6 Million		   5.8%

	*Includes Proposed Supplemental
	** Includes Proposed Budget Amendments

											Table 1
	
	

	
	


Please note from FY2000 to FY2004 the Medicaid program grew due to four primary cost drivers: start-up of Denali KidCare, the Personal Care Attendant program, Pharmacy costs, and Residential Psychiatric Treatment Center (RPTC) admissions, but DHSS took action to control those costs in subsequent years.

Based on the recent up-turn in projected costs the House Finance Committee asked three questions:
1) What factors contributed to the projected large increase in Medicaid expenditures from FY2009 to FY2010 and what are the causes? 
2) What is an appropriate level to budget for Medicaid spending in FY2010?
3) What is an appropriate level to budget for Medicaid spending in FY2011?

METHODOLOGY

Department of Health and Social Services was extremely cooperative and provided significant amount of data for this review.  The following are the data provided:
Medicaid Checkwrite reports from September 2008 through January 2010.  Checkwrite reports are weekly reports generated from the Medicaid Management Information System (MMIS), that show expenditures (or checks written) for Medicaid for that week and project forward.
High Forecast is a monthly report prepared by DHSS that uses a statistical model to generate a forecast.  The High Forecast assumes the highest level of expenditures.
Low Forecast is a monthly report prepared by DHSS that use a combination of a statistical model, AKSAK data and straight line spending trend to generate a forecast.  The Low Forecast is more moderate than the High Forecast, but is not considered a “low” forecast.
Medicaid Enrollment Data, both yearly unduplicated counts (back to the year 2000) and monthly enrollment counts by benefit group (back to July 2008) were provided.
Recipient Data: DHSS provided recipient data by benefit group (Adults, Children, Disabled, and Elderly) by month back to July 2008.  Also provided was a break-out of Children by Title XIX (regular Medicaid) and Title XXI (Child Health Insurance Program-CHIP or Denali KidCare).
Public Assistance Data:  DHSS provided enrollment information on food stamp caseload back to January 2009.
Department of Labor and Workforce Development Data:  Population data and Consumer Price Index were used in the analysis.
Bureau of Vital Statistics Data:  Births and Birth rate data were also reviewed and used in the analysis.
Participants in interviews: 	Bill Streur, Deputy Commissioner DHSS, 
					Kimberli Poppe-Smart, Director HCS
Alison Elgee, Assistant Commissioner DHSS, Betsy Jensvold, DHSS Budget Chief 
Rebecca Wells, Medicaid Budget Group
Dustin Scown, Medicaid Budget Group
Stacey Kraly, Assistant Attorney General
Ellie Fitzjarrald, Division of Public Assistance
Carolyn Spalding, Division of Public Assistance

ANALYSIS
To answer the three questions, which factors caused the increase in FY2010, and what will spending be for FY 2010 and FY 2011, the analysis looked at the components of growth in the program.  There are three key components to growth in the Medicaid program:  Price, Recipients/Enrollment, and Utilization.


PRICE:  Several aspects of price are reviewed to get a handle on how price impacted Medicaid spending over the past year and how it will in the future.  

The first is Consumer Price Index (CPI). The U.S. Department of Labor; Bureau of Labor Statistics calculates several Consumer Price Indexes related to Medicaid in Alaska. Three that are particularly related are the percent change in CPI-U for the U.S., CPI-Urban for the Municipality of Anchorage (the only CPI index in Alaska) and the U.S. CPI-Medical.

	U.S. CPI-U 				% change 2008 to 2009:	-.4%
	U.S. CPI-Medical			% change 2008 to 2009: 3.2%
	Anchorage CPI-U			% change 2008 to 2009: 1.2%
	Anchorage CPI-Medical 		% change (1st half 2009): 3.0%
	CMS Long Range Medical CPI				      : 3.3%	

In the most recent past medical costs have risen faster than other sectors, so it is not surprising to see that trend continue in 2009.  The best indicator of medical price increases for our purposes is the Anchorage CPI-Medical % change first half of 2009: 3.0%.  For long-range purposes (FY11) CMS Long Range 3.3% appears best.

The second aspect of price not related to a general medical increases are specific price or rate increases in the services provided in Medicaid.  In the current fiscal year 2010 those rate increases are limited to two specific areas:  first, a $2.0 Million increase in dental rates (approximately 6%) and a 15% increase in Physician rates which is expected to cost $17.0 Million.  It is interesting to note that the department requested a FY2010 budget increase for the dental increase, but did not for the Physician rate increase.  In the Medicaid program Physicians rates are adjusted annually and are tied to a formula called RBRVS.  In 2009 Federal CMS adjusted factors in RBRVS thus causing an unexpected increase.

In FY2011 there are no obvious requests in the DHSS budget for special rate increases for services provided in the Medicaid program.


ENROLLMENT/RECIPIENTS:  

Medicaid population is a critical component of calculating final spending.  Recipients in the Medicaid program are those individuals that actually receive services; enrollment is a count of the people who have “signed up” for Medicaid.  This analysis reviews both indicators.

The chart below (chart 2) displays Monthly Medicaid enrollment growth for three primary groups: Elderly, Adult and Children.  Monthly enrollment numbers may be duplicative and are different from the annual unduplicated count numbers.  This particular chart displays enrollment from July 2009 to December 2009.  Since July 2009 monthly enrollments have grown from 97,129 to 104,020 in December 2009 an overall growth of 7%.


								Chart 2-Data from HCS	

Elderly & Adults Enrollment:  A couple of key points concerning this chart are that both the Elderly and Adult group are growing relatively slowly in FY2010.  The Elderly group is growing at a rate of less than 1% and Adults less than 2%. 

So, it is clear that most of the growth in Medicaid for FY2010 is in the Children group which has grown almost 9.6% between July 2009 and December 2009.

Disabled Children Enrollment:  
To further investigate which category of the Child population is growing rapidly the department provided a break out Disabled Children; interestingly enrollment for Disabled Children grew at a 5.1% growth rate, much slower than the 9.8% enrollment growth rate for all other Children. Disabled children have more expensive costs than other children in Medicaid so it is important to break them out.  

Medicaid Growth Rate Disabled Children
	FY2007		8.18%
	FY2008		5.81%
	FY2009		4.78%
	FY2010*		5.10%	                    *preliminary data


The growth rate for Disabled Children is consistent from FY2008 forward and the FY2010 rate is right in line with historic trends.  So the recent spike in Medicaid Children population is not caused by a spike in the number of Disabled Children.


Children Regular Medicaid (Title XIX) and Denali KidCare (Title XXI) Enrollment:  There is another way to break out Children in the Medicaid program, by Title XIX (Regular Poverty level Medicaid) or Title XXI (State Health Insurance Program or in Alaska Denali KidCare).

Regular Poverty level Medicaid Children- are eligible due to the lower incomes of their family up to 150% of the Federal Poverty Level (FPL).  Denali KidCare has a higher income level, from 150% to 175% of the FPL.

The next chart below (chart 3) displays the monthly growth in enrollment since July 2008 through January 2010 of both Regular Medicaid and Denali KidCare children.  As the chart below shows the number of children in Medicaid dipped in the fall of 2008 and stayed low during the winter of 2009, until March 2009 when numbers started to grow again.

						Chart 3-Data from Medicaid Budget group

Comparing January 2010 to July 2008 over 11,000 more Children per month are now enrolled in the Medicaid program.  In absolute numbers the largest increase is 9,000 additional Children enrolled in Regular Medicaid.
 
The fastest growing group on a percentage basis of Medicaid enrollees is in the Denali KidCare Title XXI group which grew from a low point in November 2008 of 7,288 to a high of 9,653 in January of 2010 an increase of 23.4% or 2,365 more children.  

An interesting aspect of this chart is that enrollment for BOTH regular Medicaid (Title XIX) Children and Denali KidCare (Title XXI) children are growing at double digit rates for FY 2010.  If you compare monthly enrollment data you see the following:

					July 2009 to Jan 2010	  July 2008 to Jan 2010
						     Growth Rate		   Growth Rate
Regular Medicaid Children- Title XIX		   10.8%			18.1%
Denali KidCare Children	- Title XXI	  	   11.8%			23.4%

 

It is important to note that in SLA 2007 the legislature passed SB27 which reset the Federal Poverty Level (FPL)standard for Denali KidCare to 175%.  Prior to that action the Income level was frozen at the 2003 175% FPL which in 2008 equated to 154% of the FPL.  DHSS had predicted that half of the 2,533 children who left DKC would return by the end of FY08, however of the 2,365 new DKC children now enrolled in Medicaid 1,800 enrolled after FY2009 during the first half of FY2010.


Medicaid Recipients:  While Enrollment is one measure of growth in the number of individuals on Medicaid, Recipient data is a more precise measure because it measures the number of recipients actually using Medicaid services.
  
The following chart (chart 4) displays the number of Medicaid recipients per month per eligibility group (Children, Adults, Disabled Children, Disabled Adults, and Elderly) from July 2008 to January 2010.  While it is true that the number of recipients fell from July 2008 then grew from the low months (October 2008-January 2009) to the highest month of September 2009, generally the pace of growth is much slower and steadier than the monthly enrollment data shows. 

Chart 4 shows that other than the Children population group Medicaid recipients have been very flat with no to little growth over the last 18 months. 


							Chart 4-data Medicaid Budget Group


Since recipient data is a bit more volatile month to month the following table 2 compares average monthly recipients in FY2009 to average monthly recipients in FY 2010.

		 
	Adults
	Children
	Disabled Adults
	Disabled Children
	Elderly
	ALL

	Average Monthly Recipients FY09
	10433
	30515
	14163
	1929
	6673
	63713

	Average Monthly Recipients FY10 (thru 7 months-Jan. 2010)
	10889
	32422
	14565
	2027
	6861
	66763

	Percent Increase Average Monthly Recipients FY10 to FY09
	4.4%
	6.2%
	2.8%
	5.1%
	2.8%
	4.8%


                                                                                                                                                          Table 2  
Comparing the monthly averages between fiscal years in Table 2 (above) demonstrates that recipient growth is not double digit for each population group but varies from a low of 2.2% for the Elderly and Disabled Adults to a high of 6.2% for Children.

Table 3 (below) compares growth rates between Monthly Enrollment and Monthly Recipient.  All Medicaid Enrollment shows a growth rate of 7.1% while Recipient growth is 4.8%, 50% less.  Both Enrollment and Recipient data verify that Children are the fastest growing group.  Interestingly the growth rate comparison is the same for Disabled Children.


	  Compare Growth
	Adults
	Children
	Disabled Adults
	Disabled Children
	Elderly
	ALL

	Enrollment Growth
	1.6%
	9.8%
	3.8%
	5.1%
	0.6%
	7.1%

	Recipient Growth
	4.4%
	6.2%
	2.8%
	5.1%
	2.8%
	4.8%


                                                                                                                                               Table 3


Recipient Trends: As you can see from the chart below, one use of Recipient data is to demonstrate trends.  

Using the Children category Chart 5 shows a trend line if you track monthly recipient data back to July 2008.  While Recipient data for Children is somewhat volatile and changes significantly from month to month, this trend line shows the number of Recipients coalescing around 32,000 recipients per month as of January 2010 if we look at the trend over the last 18 months.


                                                                          Chart 5-Data from Medicaid Budget Group
	



	
	
	
	
	


 
Chart 5A (below) displays the recipient data from one year ago.  As you can see when the Legislature was preparing the FY2010 budget the recipient data was trending down.  The change in circumstances was sudden.

								Chart 5A
Food Stamp Cases:  One other indicator that has a similar pattern to Medicaid and has been a leading indicator for Medicaid since Welfare Reform is the Food Stamp program.  Chart 6 shows Food Stamp growth since January 2009.


                                                                Chart 6-Data from Public Assistance

Similar to Medicaid Enrollment, the Food Stamp program also experienced significant growth in the last half of 2009 (January 2009 to June 2009) where caseloads were up 14.8% in that six month period.

In FY10 since July 2009 Food Stamp caseloads have increased at a more modest 4.4%.

Since the Food Stamp program is a leading indicator for Medicaid it is important to note that caseloads are currently growing at a more modest rate, because Medicaid is likely to follow that trend.


UTILIZATION:

The final component of Medicaid growth is utilization and is much more difficult to measure.  One way is to measure the number of Enrollees that utilize services.  In FY2009 DHSS measured that 97% of Enrollees participated in services up by 3% from FY2008.

Another way to measure utilization is to isolate it and price by displaying cost per Enrollee.  Chart 7 below displays “Cost per Enrollee” for Medicaid from FY2006 to the three FY2010 Forecasts provided by DHSS.   


									Chart 7

DHSS develops a Monthly High and Low Medicaid Forecast and weekly Checkwrite projection.  The current FY10 Supplemental Medicaid budget is similar to the High Forecast.

Chart 7 shows that from FY2006 to FY2009 Cost per Medicaid Enrollee were relatively stable (from $8030 to $8280 per enrollee) within 3 percentage points of each other.  In the most recent FY2010 Supplemental Budget request (January 2010 High Forecast) cost per enrollee would sky-rocket up to $9,000 an increase of 9%.  As you can see in Chart 7 the Checkwrite projection is more in-line with the four years of cost per enrollee. 

So, one question is it reasonable to think that costs and utilization of services will increase by a total of 9% in one year when for the four years prior the increase has only been a cumulative total of 3%?  If not then perhaps the FY10 Medicaid Supplemental Budget is too high.

CONCLUSIONS

Answer to Question One:  What factors contributed to the large increase in projected Medicaid Expenditures in FY2010 and what caused it to happen?

Factors contributing to the increase:
· Price:  3.0% Medical CPI;
· Price:  $17 Million unexpected rate increases for Physicians;
· Recipient/Enrollment:  Over 11,000 more Children are enrolled in the Medicaid program now than in July 2008.  The single largest increase on a percentage basis is in the Denali KidCare program where 2,365 more children are now enrolled.
·  Focusing on just enrollment and not considering recipient data could skew any analysis. While enrollment data shows double digit growth for Children enrolled in Medicaid (10.8% for the first half of FY2010 and Denali KidCare Children at 11.8%), Recipient data shows a slower growth rate for FY2010: 6.2%.
· Recipient/Enrollment: Populations other than Children (Adults and Elderly) are growing much slower (1%to 2%) and are more consistent month to month. Overall enrollment increased by 7% in the first half of FY2010, recipients grew at 4.8%.  
· Recipient/Enrollment:  The Food Stamp program is a leading indicator and while cases grew at 15% for calendar year 2009, caseload growth has slowed to 4.4% for FY2010.
· Utilization:  Could contribute as much as 3% to the cost of Medicaid.
· General:  During FY2010 there are 53 weeks where Medicaid checks will be written, in FY2009 there were 52 and in FY2011 there are 52.


Explanations of the Causes of the increase:

After reviewing the data and interviews with DHSS officials and others there are several contributing factors to in the increases in Medicaid for FY2010:

· The primary cause is the current downturn in the Economy, the increase in the Unemployment rate is the best demonstration of that downturn. Chart 8 below provided by the Division of Public Assistance demonstrates that the increase in the Unemployment Rate (aqua line) tracks both Food Stamp and Medicaid programs. 

Chart 8 is interesting because it demonstrates that Medicaid enrollment and Food Stamp caseload (red line) show a similar growth pattern.  Growth in Food Stamp cases occurs slightly ahead of the growth in Medicaid enrollment.


						Chart 8-Data by Division of Public Assistance

· From 2006 to 2008 upwards of 8,000 individuals dropped Medicaid coverage.  Department officials state that the good economy in Alaska contributed to families having higher income, thus not qualifying for the program.  The Medicaid program had limited increases during these three years.

· Over 2,500 who lost coverage were children on the Denali KidCare program because they lost participation due to the statute that froze income levels at the income standard in August 2003 (in 2007 the actual federal poverty level calculated to 154%).  SB27 passed in SLA2007 which returned the Denali KidCare federal poverty level to 175%, the department expected about 50% or roughly 1300 Denali KidCare children to return to the program in FY08.  However few children returned to the program in FY08, now over 2,300 (almost double the estimate) have shown up in the latter half of FY09 and first half of FY10.

· One additional contributing factor to the increase in the number of Children in FY10 is that the department changed from certifying children for 6 months eligibility to continuous eligibility (eligibility for 12 months).  Where Children use to drop off the enrollment rolls every six months, now they do not.  However, since this policy was adopted in April 2009 it is too earlier to see how much this policy change impacted enrollment and spending.

· A special impact to the price paid for services is the FY2010 Unbudgeted 15% rate increase for Physicians.  This added approximately $17 million to the budget.

· Alaskan Population increases in 2009 are also a significant contributing factor to the increase in the Medicaid population.  According to the Department of Labor Alaska’s growth as a whole is primarily through natural increase and the population change of 10,337 between July 1, 2008 and June 30, 2009 is the largest population change since 1992.  

In 2008 there were 11,437 births in Alaska, the highest since 1992.   Previous studies show that the Medicaid program covers between 40% and 50% of the births in Alaska, so an increase in the number of births is significant for the Medicaid program.

· There have also been several legal challenges to Personal Care Attendant program which changed some of the reforms developed in 2006 to manage the growth in that program.  The State has lost in Court or settled three different cases which have restored access and services that were restricted by the 2006 legislative intent.  While generally Senior and Disability services are not the cause of the large increases in FY2010, these legal changes mean that costs will not come down and will remain relatively high (9%) in that program.

· It is also likely that in the summer and fall of 2009 utilization was impacted by two health issues that attracted a lot of media attention.  The H1N1 flu issue and the attempt at the federal level for health care reform.  Attention to both of these issues in the past has increased participation in the Medicaid program.  


Answer to Question Two:  What is an appropriate level to budget for Medicaid spending in FY 2010?

DHSS has requested an additional $88.4 million in Supplemental funding for the Medicaid program, which would bring FY 2010 total spending to $1.256 Billion.  This request is similar to their monthly High forecast completed in January 2010. 

DHSS completes three different forecasts each month.  The High forecast, the Low forecast and a projection in the weekly Checkwrite report.  Chart 8 below tracks these forecasts by date submitted.  The forecasts converge at the end of the fiscal year in June when they accurately display final spending for Medicaid.


                                                                                                  Chart 8

Looking at the last three years, of the three forecasts the Low Forecast is the most accurate.  The High Forecast is always higher and the Checkwrite report is always lower than the actual final spending. 

The current FY2010 Medicaid Supplemental Request from DHSS is shown in Table 4:
	DHSS MEDICAID Supplemental
	Supp GF
	Supp Fed
	Supp Total

	Behavioral Health Medicaid
	4,166.8 
	4,378.3 
	8,545.1 

	Health Care Services Medicaid
	33,296.6 
	37,319.9 
	70,616.5 

	Senior & Disability Serv Medicaid
	6,152.4 
	3,056.8 
	9,209.2 

	  TOTAL
	43,615.8 
	44,755.0 
	88,370.8 


							   Table 4

An FY 2010 Supplemental Request based on the current Medicaid Low Forecast is shown in Table 5.  If a supplemental were approved based on this forecast it would be approximately half of the current request.

	MEDICAID LOW FORECAST
	Low Gen Fund
	Low Federal
	Low Total

	Behavioral Health Medicaid
	1,925.2 
	975.0 
	2,900.2 

	Health Care Services Medicaid
	24,690.0 
	20,047.7 
	44,737.7 

	Senior & Disability Serv Medicaid
	1,946.0 
	(1,928.5)
	17.5 

	 TOTAL
	28,561.2 
	19,094.2 
	47,655.4 


							  Table 5

An FY 2010 Supplemental Request based on the current Medicaid Checkwrite projection is shown in Table 6 below.  If a supplemental were approved based on this forecast General Funds would be required at about one third of the original request.

	MEDICAID Checkwrite PROJECTION
	Checkwrite Gen Fund
	Checkwrite Fed 
	Checkwrite Total

	Behavioral Health Medicaid
	909.3 
	(1,485.9)
	(576.6)

	Health Care Services Medicaid
	14,487.1 
	(10,862.1)
	3,625.0 

	Senior & Disability Serv Medicaid
	84.9 
	(6,786.9)
	(6,702.0)

	 
	15,481.3 
	(19,134.9)
	(3,653.6)


							     Table 6

An accurate method for determining the Supplemental Budget for Medicaid is to look at historical spending, trend it forward and then factor Price, Recipients and Utilization into the final calculation.

Chart 9 below tracks historical Medicaid spending from October 2008 to January 2010 with a linear line to track trends in spending.

			MONTHLY MEDICAID SPENDING

										Chart 9

The trend in Chart 9 demonstrates a very slight growth curve in Medicaid spending, the linear trend tracks spending still at less than $100 Million per month.  Monthly spikes in the chart are primarily due to 5 week months versus 4 week months.  What Chart 9 does not take into account is that in most years the Medicaid program makes some lump sum payments in the last half of the fiscal year, these payments would not show up yet in FY2010 spending.


So, in FY2010 the conditions are:
1) The Low Forecast is the most accurate of the forecasts;
2) While Medicaid Enrollments are high for the first half of the fiscal year, recipient data is lower and growing slower;
3) Alaska’s Unemployment rate is at 8.8%, the economy is still in a downturn;
4) Food Stamp caseload growth skyrocketed in the first half of calendar year 2009 and slowed in the last half of calendar year 2009;
5) Current monthly spending has spikes but is on a steady growth pattern.
6) Medical CPI is at 3.0%.
7) Alaska’s population is currently growing and the Birth Rate is the highest in 15 years.


FY 2010 Supplemental Alternative:
One reasonable option for the Legislature is to base the DHSS Medicaid Supplemental on the Low Forecast with an additional two percent as a cushion to deal with any unexpected Medicaid payments.  As you can see in Table 7 below under this scenario the current Medicaid Supplemental Request would be reduced by $7.2 Million General Fund and $7.1 Million Federal (federal funds have been adjusted in this scenario). 

	MEDICAID LOW+2% FORECAST
	Low+2% Gen Fund
	Low + 2% Fed
	Low +2% Total

	Behavioral Health Medicaid
	2,954.5 
	3,102.2 
	6,056.7 

	Health Care Services Medicaid
	28,842.6 
	32,303.7 
	61,146.3 

	Senior & Disability Serv Medicaid
	4,580.3 
	2,290.2 
	6,870.5 

	 
	36,377.4 
	37,696.1 
	74,073.5 


							Table 7


Answer to Question Three:  What is an appropriate level to budget for Medicaid spending in FY 2011?

In FY 2011 the conditions are likely to be:
1) Many Economists are predicting that the Economy will be slightly better during the next fiscal year;
2) Costs for Medical Services are expected to rise similar to current 3.3%;
3) DHSS has not requested additional resources for automatic rate increases in FY 2011;
4) Alaska’s population will continue to grow and the Birth Rate will remain high;
5) There are few policy or legal changes that could impact the FY 2011 budget.

While there are a lot of similarities in the Medicaid program between the different Medicaid allocations, there are also differences.  For example, if you look at the recipient data for Behavioral Health Medicaid it is not growing at the same rate those recipients for Health Care Services Medicaid.  To calculate an appropriate level of funding for FY2011, it is more accurate to take those differences into account.


Table 8 below displays the assumptions for growth for each individual Medicaid allocation.

	FY2011 EXPECTED GROWTH FACTORS
	 
	 

	Medicaid Component
	Population Growth %
	Price Increase Percentage
	Utilization Increase

	Behavioral Health Medicaid
	4.0%
	3.3%
	1.0%

	Health Care Services Medicaid
	6.0%
	3.3%
	2.0%

	Senior & Disability Serv Medicaid
	6.0%
	3.3%
	2.0%

	Adult Preventive Dental
	3.0%
	3.3%
	1.0%


                                                                                      Table 8


If the FY 2011 Medicaid Budget is based on the assumptions outlined in Table 8 then the final spending level is shown below in Table 9.  If the Updated Medicaid Budget is adopted at this level the overall spending increase between FY2010 (assuming the Low Forecast is accurate and reflects final FY2010 Actuals) and FY2011 is 9%.  
	FY 2011 CONSULTANT MEDICAID BUDGET
	 
	 

	Medicaid Component
	General Fund
	Total

	Behavioral Health Medicaid
	           56,612.7 
	            156,840.1 

	Children's Services Medicaid
	              5,396.5 
	              13,562.4 

	Health Care Services Medicaid
	         228,806.5 
	            752,084.5 

	Senior & Disability Serv Medicaid
	         147,887.7 
	            387,500.5 

	Adult Preventive Dental
	              2,873.2 
	                 8,192.8 

	 
	 
	 

	TOTAL
	         441,576.6 
	        1,318,180.3



						         Table 9







Required Budget Amendments at this level of spending are outlined below in Table 10.

	Consultant Budget Amendment
	 
	 
	 
	 

	Medicaid Component
	Gen Fund
	Federal
	Other
	TOTAL

	Behavioral Health Medicaid
	1,638.6 
	3,253.9 
	(617.5)
	4,275.0 

	Children's Services Medicaid
	0.0 
	0.0 
	 
	0.0 

	Health Care Services Medicaid
	30,537.9 
	38,332.7 
	1,720.3 
	70,590.9 

	Senior & Disability Serv Medicaid
	2,900.1 
	358.3 
	
	3,258.4 

	Adult Preventive Dental
	0.0 
	0.0 
	 
	0.0 

	 
	 
	 
	 
	 

	 
	35,076.6 
	41,944.9 
	113.1 
	78,124.3


											Table 10

DHSS Proposed Budget Amendments are outlined below.  The primary difference between the two proposals is that DHSS projects that Behavioral Health Medicaid and Senior & Disability Services Medicaid will grow at a higher rate, particularly in FY10.

	DHSS GOV Budget Amendment
	 
	 
	 
	 

	Medicaid Component
	Gen Fund
	Federal
	Other
	Total

	Behavioral Health Medicaid
	              3,870.9 
	                 6,622.3 
	 
	              10,493.2 

	Children's Services Medicaid
	 
	 
	 
	                           -   

	Health Care Services Medicaid
	           30,387.1 
	              35,091.2 
	            3,475.0 
	              65,478.3 

	Senior & Disability Serv Medicaid
	              6,133.4 
	              12,658.6 
	 
	              18,792.0 

	Adult Preventive Dental
	                        -   
	                    285.6 
	 
	                    285.6 

	 
	 
	 
	 
	 

	 
	           40,391.4 
	              54,657.7 
	            3,475.0 
	              95,049.1 


										Table 11

Overall Medicaid increment growth in FY2011 based on the DHSS request is $76.6 Million GF and $166.6 Million Total funds above FY2010 Management Plan.  The consultant proposal is $72.5 Million GF and $149.0 Million Total Funds above FY2010 Management Plan.  The primarily difference is that the Consultant proposal is based on a projection that spending will be less in FY 2010, particularly for Behavioral Health Medicaid and Senior and Disability Services Medicaid.

Another way to look at the difference in projections as shown in Chart 10 and Table12 is that DHSS is projecting steeper growth in FY2010 spending, while the consultant is not.  The two projections are $20 million apart for FY2011.


										Chart 10

Table 12 shows that DHSS expects spending to increase by 17% in FY2010 and then fall to 6%; the consultant proposal is based on 12% growth in FY2010 and 9% growth in FY2011.

	MEDICAID EXPENDITURES
	FY2005 History & DHSS Request
	FY2005 History & Consultant
	Rate of Growth DHSS Request
	Rate of Growth Consultant

	FY2005
	        1,024,918 
	
	
	 

	FY2006
	        1,059,877 
	
	
	 

	FY2007
	        1,053,376 
	
	
	 

	FY2008
	        1,023,788 
	
	
	 

	FY 2009
	        1,077,483 
	      1,077,483 
	
	 

	FY 2010
	        1,264,802 
	      1,209,293 
	17%
	12%

	FY 2011
	       1,338,580
	      1,318,180 
	6%
	9%


									Table 12
Medicaid Children Monthly Enrollment
Regular Medicaid-below 150% FPL	39630	39661	39692	39722	39753	39783	39814	39845	39873	39904	39934	39965	39995	40026	40057	40087	40118	40148	40179	52320	51698	50927	49381	48584	49425	49022	49333	52194	53196	54055	54100	55752	55004	56407	57236	59025	60613	61807	Denali KidCare (Title XXI)-up to 175% FPL	39630	39661	39692	39722	39753	39783	39814	39845	39873	39904	39934	39965	39995	40026	40057	40087	40118	40148	40179	7822	7695	7683	7544	7288	7558	7374	7301	7709	7723	7906	7833	8177	8086	8444	8641	9076	9451	9653	MEDICAID RECIPIENTS TOTAL
Adults	39630	39661	39692	39722	39753	39783	39814	39845	39873	39904	39934	39965	39995	40026	40057	40087	40118	40148	40179	11746	11191	11962	9310	9264	9969	8760	9909	11025	10434	10223	11406	11639	10668	11706	10782	10339	10975	10112	Children	39630	39661	39692	39722	39753	39783	39814	39845	39873	39904	39934	39965	39995	40026	40057	40087	40118	40148	40179	34753	31582	34698	27784	28330	29767	24541	28627	33762	29893	29132	33305	32993	30690	35366	33207	31822	33212	29663	Disabled Adults	39630	39661	39692	39722	39753	39783	39814	39845	39873	39904	39934	39965	39995	40026	40057	40087	40118	40148	40179	14735	14313	14892	13631	13779	14169	13183	14062	14751	14131	13900	14413	14757	13942	14843	14463	14401	15131	14418	Disabled Children	39630	39661	39692	39722	39753	39783	39814	39845	39873	39904	39934	39965	39995	40026	40057	40087	40118	40148	40179	1991	1892	2084	1804	1854	1976	1854	1705	2124	1933	1985	1945	2098	1942	2043	2055	1943	2131	1975	Elderly	39630	39661	39692	39722	39753	39783	39814	39845	39873	39904	39934	39965	39995	40026	40057	40087	40118	40148	40179	6941	6720	6957	6465	6577	6753	6155	6546	6889	6617	6586	6872	7078	6702	7027	6739	6837	7121	6520	Children	39630	39661	39692	39722	39753	39783	39814	39845	39873	39904	39934	39965	39995	40026	40057	40087	40118	40148	40179	34753	31582	34698	27784	28330	29767	24541	28627	33762	29893	29132	33305	32993	30690	35366	33207	31822	33212	29663	Months
Medicaid Recipients

Children	39630	39661	39692	39722	39753	39783	39814	34753	31582	34698	27784	28330	29767	24541	Months June 2008 to January 2009
Medicaid Children Recipients
FOOD STAMPS Cases (Households)	39814	39845	39873	39904	39934	39965	39995	40026	40057	40087	40118	40148	23721	24506	25656	26565	27042	27223	27031	27160	27527	28022	28073	28412	Cost per Medicaid Enrollee
Cost per Enrollee	2006	2007	2008	2009	Jan 2010 High	Jan 2010 Low	Jan 2010 Check	8030	8211	8109	8280	9060	8662	8334	Alaska Public Assistance Caseload Trends
Medicaid	38537	38568	38599	38629	38660	38690	38721	38752	38780	38811	38841	38872	38902	38933	38964	38994	39025	39055	39086	39117	39145	39176	39206	39237	39267	39298	39329	39359	39390	39420	39451	39482	39511	39542	39572	39603	39633	39664	39695	39725	39756	39786	39817	39848	39876	39907	39937	39968	39998	40029	40060	40090	56280	56290	56468	56180	56152	56166	56384	56625	56628	56945	57465	57224	57210	56798	55864	55562	54816	54279	53982	53811	54304	54881	55180	54877	54681	54244	53849	52931	52627	52682	53239	54393	54723	55357	55198	55536	55209	55296	54667	54340	53938	53779	53931	54300	55595	55902	56878	57245	57272	57665	58155	58863	Food Stamp Program	38537	38568	38599	38629	38660	38690	38721	38752	38780	38811	38841	38872	38902	38933	38964	38994	39025	39055	39086	39117	39145	39176	39206	39237	39267	39298	39329	39359	39390	39420	39451	39482	39511	39542	39572	39603	39633	39664	39695	39725	39756	39786	39817	39848	39876	39907	39937	39968	39998	40029	40060	40090	20627	20417	20124	20379	20354	20809	21411	21683	22168	22377	22354	22103	21432	21290	20917	20998	20900	20908	21398	21608	22270	22491	22540	22400	21564	21368	21132	21143	21034	21047	21561	22272	23045	23418	23661	23434	22928	22834	22544	22234	22248	22600	23721	24506	25656	26565	27042	27223	27031	27160	27527	28022	Adult Public Assistance	38537	38568	38599	38629	38660	38690	38721	38752	38780	38811	38841	38872	38902	38933	38964	38994	39025	39055	39086	39117	39145	39176	39206	39237	39267	39298	39329	39359	39390	39420	39451	39482	39511	39542	39572	39603	39633	39664	39695	39725	39756	39786	39817	39848	39876	39907	39937	39968	39998	40029	40060	40090	16200	16165	16246	16340	16412	16385	16400	16402	16413	16367	16438	16508	16530	16586	16619	16637	16656	16610	16585	16553	16557	16568	16629	16602	16620	16712	16701	16685	16669	16646	16654	16660	16743	16785	16781	16792	16793	16851	16831	16891	16900	16790	16834	16844	16864	16909	16926	17002	17071	17150	17204	17299	ATAP 	&	 Tribal TANF	38537	38568	38599	38629	38660	38690	38721	38752	38780	38811	38841	38872	38902	38933	38964	38994	39025	39055	39086	39117	39145	39176	39206	39237	39267	39298	39329	39359	39390	39420	39451	39482	39511	39542	39572	39603	39633	39664	39695	39725	39756	39786	39817	39848	39876	39907	39937	39968	39998	40029	40060	40090	4667	4567	4570	4518	4578	4671	4866	5052	5063	5117	5006	4899	4669	4567	4459	4988	4941	4984	5032	5074	5253	5325	5290	5105	4804	4724	4646	4556	4560	4497	4473	4668	4727	4781	4767	4560	4450	4425	4373	4229	4215	4170	4238	4424	4538	4735	4736	4727	4652	4685	4705	4722	Unemployment Rate	38537	38568	38599	38629	38660	38690	38721	38752	38780	38811	38841	38872	38902	38933	38964	38994	39025	39055	39086	39117	39145	39176	39206	39237	39267	39298	39329	39359	39390	39420	39451	39482	39511	39542	39572	39603	39633	39664	39695	39725	39756	39786	39817	39848	39876	39907	39937	39968	39998	40029	40060	40090	6.8	6.8	6.9	7	7	7	7	6.9	6.8	6.7	6.6	6.4	6.4	6.4	6.4	6.4	6.3	6.3	6.1	6	6	6	6	6.1	6.2	6.2	6.3	6.2	6.3	6.3	6.4	6.5	6.5	6.6	6.6	6.6	6.7	6.7	6.7	6.8	6.8	6.8	7.8	7.9	8.4	7.9	8.3000000000000007	8.3000000000000007	8.2000000000000011	8.1	8.4	8.9	
Cases

Unemployment Rate



FY08-FY10 Medicaid Projections
Checkwrite 	Apr-08	May-08	Jun-08	Sep-08	Nov-08	Dec-08	Jan-09	Feb-09	Mar-09	Apr-09	May-09	Jun-09	Jul-09	Aug-09	Sep-09	Oct-09	Nov-09	Dec-09	Jan-10	990.3	999.4	1014.7	992.1	1015.3	1019.1	994.5	1027.7	1058.9000000000001	1072.9000000000001	1082.5999999999999	1071.5	1061.5	1102.8	1123.9000000000001	1138.5	1154.9000000000001	1163.5	1164.0999999999999	High Projections	Apr-08	May-08	Jun-08	Sep-08	Nov-08	Dec-08	Jan-09	Feb-09	Mar-09	Apr-09	May-09	Jun-09	Jul-09	Aug-09	Sep-09	Oct-09	Nov-09	Dec-09	Jan-10	1113.7	1089.5	1021.5	1151.0999999999999	1100.5	1090.2	1097	1114.4000000000001	1122.5999999999999	1138.5	1142.2	1078.4000000000001	1203.9000000000001	1220	1241.2	1227.3	1235.8	1254.8	1256.5	Low Projections	Apr-08	May-08	Jun-08	Sep-08	Nov-08	Dec-08	Jan-09	Feb-09	Mar-09	Apr-09	May-09	Jun-09	Jul-09	Aug-09	Sep-09	Oct-09	Nov-09	Dec-09	Jan-10	1036.4000000000001	1023.1	1021.5	1070.9000000000001	1053.8	1046	1051	1072.3	1086.7	1103.7	1103.3	1077.0999999999999	1159.8	1176.5999999999999	1193.4000000000001	1183.0999999999999	1190.5	1210.2	1209.3	in Millions
Monthly Expenditures	39722	39753	39783	39814	39845	39873	39904	39934	39965	39995	40026	40057	40087	40118	40148	40179	120531.8	81032.100000000006	87846.7	74682	98820.1	107361.7	91500.1	89607.9	90943.2	100145.60000000002	87129.3	109639.7	89758.2	92711	113357.5	82224.100000000006	Months
MEDICAID SPENDING IN MILLIONS
FY2011 Medicaid Budget: 
DHSS & Consultant Comparison
FY2005 History 	&	 DHSS Request	FY2005	FY2006	FY2007	FY2008	FY 2009	FY 2010	FY 2011	1024918	1059877	1053376	1023788	1077483	1264802.4000000004	1338580.1000000001	FY2005 History 	&	 Consultant	FY2005	FY2006	FY2007	FY2008	FY 2009	FY 2010	FY 2011	1077483	1209293.3	1318180	Annual Medicaid Spending-FY2000 to FY2011
 TOTAL	FY 2000	FY 2001	FY 2002	FY 2003	FY 2004	FY 2005	FY 2006	FY 2007	FY 2008	FY 2009	FY 2010	FY 2011	470709	583894	722054	828117	971491	1024918	1059877	1053376	1023788	1077483	1264802	1338580.1000000001	GEN FUNDS	FY 2000	FY 2001	FY 2002	FY 2003	FY 2004	FY 2005	FY 2006	FY 2007	FY 2008	FY 2009	FY 2010	FY 2011	145515	152791	177701	211077	230119	276089	348648	374492	408250	389089	415421	446891	thousands of dollars
Medicaid Enrollment FY2010
Children	39995	40026	40057	40087	40118	40148	63929	63089	64851	65877	68101	70064	Adult	39995	40026	40057	40087	40118	40148	25757	25588	26052	25930	26112	26230	Elderly	39995	40026	40057	40087	40118	40148	7443	7443	7512	7522	7550	7508	Number of Enroleee
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